IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

THE SOUTHLAND CORPORATI ON : ClVIL ACTI ON
V. :

7- HEAVEN, I NC., d/b/a 7-HEAVEN

FOOD STORE, A PENNSYLVAN A

CORPORATI ON; REJI ABRAHAM :
i ndi vi dual ; SARA ABRAHAM i ndi vi dual : NO. 96- 7909

ADJUDI CATI ON

Ful lam Sr. J. August , 1997

Plaintiff, the Southland Corporation, is the franchisor
of several thousand "7-ELEVEN' stores throughout the nation.
Plaintiff is the registered owner of various service nmarks,
including "7-ELEVEN," a stylized nuneral seven, with the word
"ELEVEN' superi nposed; the words "Ch Thank Heaven for 7- ELEVEN' and
"Oh Thank Heaven." In Cctober 1996, plaintiff brought this action
agai nst the defendant 7-Heaven, Inc., doing business as, 7-HEAVEN
FOOD STORE, and agai nst the owner of the store and his wife, for
trademark i nfringenent and rel ated wongs. Defendants then filed
an answer to the conplaint, and i ncluded a demand for a jury trial.
Plaintiff thereupon sought l|leave to file an anended conpl aint
(withdrawing its clainms for danages), but defendants objected to
t he proposed anendnent on the theory that it m ght deprive them of
their right to a jury trial. At the sane tinme, defendants sought
| eave to fil e an amended answer whi ch woul d i ncl ude a counterclaim

whi ch would warrant a jury trial in any event.



Shortly before trial, the parties stipulated to a non-
jury trial. Al t hough not explicitly stated, it was and is ny
under standi ng that all issues which either side wi shed to present,
under either the original or anended versions of their respective
pl eadi ngs, were to be resolved at that trial.

Plaintiff established its ownership of the various
service marks and (virtually by stipulation/judicial notice) the
fact that its operations covered many thousands of convenience
stores throughout the country, that plaintiff has expended |arge
sunms of noney in advertising its operations, and has been vigil ant
inlitigating to prevent perceived infringenent of its trademarks.
Plaintiff then introduced phot ographs of defendants' store, and |

ruled that plaintiff had established a prima facie case of

sufficient simlarity between the nanme and | ogo bei ng used by the
def endant corporation and the protected service marks of plaintiff,
to establish a |ikelihood of confusion. I suggested that the
def endants should proceed at that point to establish the defenses
set forthintheir pleadings, and to produce evi dence to negate the
i keli hood of confusion if they had such evi dence.

The dispositive facts are not in dispute, and are as
foll ows:

1. The defendant Reji Abraham a native of India
arrived in the United States in 1985. He is a civil engineer by
education, and has becone a citizen of the United States. Sone
time after his arrival inthis country, he married t he co-def endant

who is listed in the pl eadi ngs as "Sara Abraham" but whose correct
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name apparently is Saranmma Reji Abraham The latter wll be
referred to herein as "Ms. Abraham”

2. On February 1, 1991, Reji Abraham entered into a
franchise agreenent with plaintiff for the operation of a
conveni ence store at 5 Springfield Road, Al dan, Pennsylvania. He
operated that store as a franchisee of the plaintiff fromMarch 11,
1991 until May 28, 1992. During that interval, he was assisted
part-tinme by his wfe.

3. Pursuant to the franchi se agreenent, plaintiff had
| eased the prem ses fromits owners and nade themavailable to M.
Abraham as franchisee. The |ease was due to expire on May 31,
1992. Plaintiff decided not to renewthe | ease, because the store
was not produci ng sufficient revenues to nake renewal econom cally
advant ageous. Accordingly, plaintiff notified M. Abrahamthat his
franchi se woul d be term nat ed.

4. Def endant expressed his willingness to continue as
a 7- ELEVEN franchi see at sone ot her | ocation, but plaintiff advised
himthat there were no other franchises available at that tine.
Def endant then expressed interest in continuing to operate the
store in his own right, after termnation of the franchise.
Plaintiff expressed its wllingness to sell to plaintiff the
equi pnment, inventory and other materials on the premses to
plaintiff so that he could continue in business at that |ocation.

5. The details of the proposed transaction were set
forth in a letter fromplaintiff to M. Abraham dated April 15,

1992 (Defendants' Exhibit No. 6). |In essence, the arrangenent was
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that M. Abrahamwoul d purchase all inventory and equi pnent except
items bearing the 7-ELEVEN | ogo, for the sum of $10, 400.

6. Plaintiff's representatives had previously advi sed
M. Abraham that it would be advisable for him to form a
corporation, and that it would be necessary for himto reach an
agreenent with the | andl ord concerni ng rental of the prem ses after
May 31st.

7. | n antici pation of the changeover, M. Abrahamfil ed
Articles of Incorporation for a business corporation named "7-
Heaven, Inc."; the filing was effective March 9, 1992.

8. On May 26, 1992, plaintiff and the landlord formally
termnated plaintiff's | ease of the prem ses. The cancellation
agreenent recites that plaintiff "is selling and transferring all
interest and rights inits inventories, fixtures and equi pnent to
| andl ord's i ncom ng | essee.™

9. The closing, between plaintiff and M. Abraham
occurred on May 28, 1992, at the store premses. Plaintiff was
paid the $10,400 due for the equipnment and inventory by the
def endant corporation, 7-Heaven, Inc. The check reflecting that
paynment was drawn on the corporation's account, and bears the
printed nane "7-Heaven, Inc., 5 Springfield Road, Al dan, PA 19018."

10. In accordance with the franchi se agreenent and the
franchi se-term nation agreenent, plaintiff was required to refund
to M. Abrahama $10, 000 bal ance of a franchi se deposit, not |ater
than a specified date in July 1992. The check in paynment of this

refund was tinely delivered to the store premses by a
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representative of plaintiff, sonme 60 days after the May 28 cl osi ng.
When this representative visited the store on that occasion, all of
the signs bearing defendants' |ogo were promnently displayed,
havi ng been erected within a few days after the May 28 cl osi ng.

11. The |l ogo adopted by the defendants consists of a
| arge nunmeral "7," somewhat simlar to, but not identical with, the
nuneral "7" in plaintiff's | ogo. Superinposed upon the nuneral 7,
and | argely obscuring it, is a pictorial representation of a cloud
and scattered stars. Superinposed upon the cloud is the word
"HEAVEN. " Beneath the nuneral 7, on the free-standi ng sign at the
curbline of defendants' prem ses, are the words "FOOD STORE." On
the sign affixed to the store itself, the numeral 7, wth its
superi nposed cl oud, stars, and the word "HEAVEN' are | ocated at the
| eft edge of the sign; to the right are the words "FOOD STORE" and
"OPEN 7 DAYS."

12. At the tine of the closing, both plaintiff and M.
Abraham contenplated that M. Abraham would be permtted to
pur chase addi ti onal inventory fromplaintiff's distributioncenter,
so long as the inventory did not contain plaintiff's | ogo. In
i npl ementation of this arrangenent, a new account was opened for
M. Abrahamat the distribution center, under the name "7-Heaven,

I nc. M. Abraham nmade several purchases of inventory fromthe
plaintiff, through this account, after the closing. Defendants'
purchases after the closing aggregated in excess of $3,000. M.
Abraham soon decided, however, that it was nore convenient to

obtain his nerchandi se el sewhere, because Southland demanded
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paynment by a certified check at the tinme of delivery, and its
deliveries were made very early in the norning, before the banks
wer e open.

13. For several nonths before the May 28 closing, in
anticipation of the transfer of the business, M. Abrahamwas in
regular contact wth plaintiff's representatives, including
specifically a M. Paul Wjcik, plaintiff's field representative
assigned to that franchise. M. Wjcik was fully aware of the nane
M . Abraham had sel ected for his new business. All purchases nade
by M. Abrahamfromthe plaintiff's distribution center after the
closing were paid for by certified check drawn on the "7-Heaven,
I nc."” account.

14. During the year in which M. Abraham operated the
prem ses as a franchi see of plaintiff, the gross sales of the store
wer e approxi mately $662,000. For the year 1992, the total sales
were approximately $336, 000. Over the next several years,
defendant's sales gradually increased, and now average
approxi mately the sanme as in 1991.

15. M. Abraham works at the store fromearly norning
until | ate evening closing, seven days per week.

16. Except for the fact that it is a conveni ence store
selling groceries, food stuffs, cigarettes, delicatessen, lottery
tickets, et cetera, defendant's store does not physically resenble
the establishnments which are franchised by plaintiff. That is,
none of plaintiff's merchandi se bears 7-ELEVEN | ogos or anything

simlar toplaintiff's marks; and the physical |ayout of the store
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isquite different fromthe usual 7-ELEVEN arrangenent. Defendant
caters to a local clientele. The store is l|ocated at the
intersection of two quiet residential streets, and defendants get
little or no business fromthe traveling public.

17. 1 n Decenber 1994, M. and M's. Abrahampurchased t he
prem ses fromthe | andl ord, for approxi mately $237, 000. Since that
time, the defendant corporation has paid rent to M. and Ms.
Abraham for its occupancy of the prem ses.

18. O her than her joint ownership of the underlying
real estate, Ms. Abrahamhas no current involvenent in the store.
She is not a shareholder or director or officer of the defendant
cor poration. For the past couple of years, she has resided
primarily in India where the couple's children attend school. She
and the children spend school vacations with M. Abraham in
Pennsyl vani a.

19. Wthin the Southland corporate structure, primary
responsibility for protecting its trademarks from dilution is
reposed i n the conpany's | egal departnent. Conpany records refl ect
that plaintiff's | egal departnment first becanme awar e of defendants'
all eged infringement in April of 1996. Wth know edge of the
alleged infringing activity, the l|egal departnment waited until
Cct ober 1996 before filing suit.

20. The first notice that any of the defendants received
that the plaintiff or anyone el se objected to their use of the nane
"7-Heaven, Inc." was when they were served with the conplaint in

this action - sone four and one-half years after they began
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operating the business under that name and with that | ogo.

21. At thetrial of this action, plaintiff did not call
as a witness M. Wjcik or any of the other representatives
involved in the franchise, the termnation of the franchise, and
the transfer of the business assets.

22. Al though af forded an opportunity to do so, plaintiff
di d not produce any evidence of actual confusion, or any evidence
of damages.

DI SCUSSI ON

For present purposes, it will be assuned that the nane
"7-HEAVEN' i s susceptible of confusionwth "7-ELEVEN' and with the
catch phrase "On Thank Heaven For 7- ELEVEN' or "Oh Thank Heaven."
The evi dence at trial establishes, however, that whatever confusion
m ght have been created initially has |ong since dissipated: The
establishnment is well known by its custoners as bei ng unconnect ed
to plaintiff; it is nerely a nei ghborhood conveni ence store owned
and operated by M. Abraham s corporation.

| need not express a firm conclusion on that subject,
however, since it is quite clear that the plaintiff has | ong since
forfeitedits right to conpl ain about the defendants' activities at
the Springfield Road | ocation. The totality of the circunstances
surrounding the sale of the equi pnment and inventory establish
plaintiff's inplied consent to defendants' use of the nane
7- HEAVEN. Def endants' | ogo was plainly visible on the signs at the
store shortly after May 28, 1992, and continuously since that tine.

Plaintiff is thus chargeable with actual know edge of all of the
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relevant facts since at least July 15, 1992, but plaintiff
regi stered no conplaint for the next four and one-half years. 1In
the neantinme, defendants devoted |ong hours to building up the
busi ness, and incurred significant financial obligations in
purchasing the real estate. Plaintiff is, in my view, plainly
estopped fromchal | engi ng defendants' use of the nanme and | ogo at
this |ate date.

Plaintiff argues that, since only its |egal departnent
was vested with enforcenment powers, its delay in objecting should
be nmeasured only fromthe tine the | egal departnent first |earned
of defendants' activities. | reject that contention as legally
frivolous, but note that, even accepting the argunent, plaintiff's
delay from April 1996 until October 1996 was unreasonable, and
woul d, standing alone, justify a finding of |aches.

Plaintiff's conplaint will therefore be dism ssed, with
prejudice. This does not nean, of course, that the defendants'
right to use the nane "7-HEAVEN' or the |ogo they have adopted
ext ends beyond t he geographical area in which the present store is
| ocated, or to significantly expanded activities at that | ocation.
Def endant s may, however, carry on as they have been doi ng, w thout
interference fromthe plaintiff.

In view of the concl usions expressed above, defendants’
counterclaimw || be dism ssed as noot.

An Order foll ows.



IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

THE SOUTHLAND CORPORATI ON : ClVIL ACTI ON
V.

7- HEAVEN, | NC., d/b/a 7-HEAVEN

FOOD STORE, A PENNSYLVAN A

CORPORATI ON; REJI ABRAHAM :

i ndi vi dual ; SARA ABRAHAM i ndi vi dual : NO. 96- 7909

ORDER
AND NOW this day of August, 1997, IT IS ORDERED:

1. Plaintiff's conplaint is DISM SSED W TH PREJUDI CE.
2. Def endants' counterclaimis DI SM SSED AS MOOT.

3. The Cerk is directed to close the file.

John P. Fullam Sr. J.
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